BEFORE THE TENNESSEE REGULATORY AUTHORITY AT

NASHVILLE TENN ESSEE '

April 17, 2002
IN RE: )
)y o
APPLICATION FOR APPROVAL OF THE INDIRECT ) DOCKET NO.
TRANSFER OF CONTROL OF McLEODUSA ) - 02-00266
) | |

TELECOMMUNICATIONS SERVICES, INC.

ORDER‘ APPROVING TRANSF ER OF AUTHORITY

Th1s matter came before the Tennessee Regulatory Authority (the “Authorlty” or “TRA”)
at the regularly scheduled Authorlty Conference held on March 26, 2002 for consideration of the
Application (the “dpplication”) of McLeodUSA Telecommumcatlons Serv1ces ~Inc. |
(“McLeodUSA”), pursuant to the provisions of Tenn. Code Ann. § 65-4-1 13, for approval of a
' transfer of the authority to prov1de ut111ty services currently held by McLeodUSA |
Regulrement of and Standards for Authorltx Approval |
| k Tenn. Code Ann. § 65-4-113 requires a public utility to ebtain An_thority approval to |
transfer its authority to proVide’utility services. Tenn. Code Ann §’65-4-1k13(a) prevides as
- follows: | | | |
| (a) No pubhc ut111ty, as defined in § 65-4-101, shall transfer all or any

part of its authority to provide utility services, derived from its
~ certificate of public convenience and necessity issued by the authority,

to any individual, partnershlp, corporation or other entlty w1thout first
- obtaining the approval of the authority. :

Tenn Code Ann § 65- 4-113(b) prov1des the standards by which the Authorlty shall

consider an application for transfer of authority, in pertinent part, as follows:




. (b) Upon petition for approval of the transfer of authority to prov1de
utility services, the authority shall take into consideration all relevant
~ factors, including, but not limited to, the sultablhty, the financial
responsibility, and capability of the proposed transferee to perform
efficiently the utility services to be transferred and the beneﬁt to the

, consumlng pubhc to be galned from the transfer. . :

The Application

McLeodUSA’s Applzcatzon is contamed ina letter to the Authonty dated March 1, 2002.!
In its Applzcatzon, McLeodUSA requests Authorrty approval of an 1nd1rect transfer of control of
McLeodUSA to The Forstmann L1ttle Partnershlps (“FLP”) Accordlng to the Applzcatzon FLP
currently owns a non-voting, m1nor1ty interest in McLeodUSA, and the transaction under
consideration will change FLP’s ownership toa voting, controlling interest of fifty-seven percent
(57%). McLeodUSA is an Iowa corporatlon with its principal offices located in Cedar Rapids,
Iowa, and it holds a Certlﬁcate of Authorlty to prov1de facilities-based and resold local exchange
and 1nterexchange services in Tennessee granted in Docket No. 96-01632 by Order dated March
- 25, 1997 and transferred to McLeodUSA by Order dated January 24, 2001 in Docket No. 00-
00906. F LP are members of a family of affiliated private investment funds Forstmann Little &
Co thCh has long been recognized as a permanent acqulrer and owner of businesses.
 Public Interest Cons1derat10ns |

The Appltcatzon states that the indirect transfer of control will not involve a change in the
name under whlch McLeodUSA currently offers service in the State of Tennessee nor will it
' change any of the serv1ces McLeodUSA offers in Tennessee There will be no change to the
| rates or terms and condltlons of service. McLeodUSA will continue to be led by the same team

of expenenced telecommunications officers and personnel. The indirect transfer of control of

! The March 1, 2002 letter is a notification to the Authority of the proposed transaction. Because, as explained
herein, this transaction involves a transfer of the authority to provide utility services held by McLeodUSA, approval
by the Authority i is requlred and the Authority treated McLeodUSA’s letter of notification as its Application for
such approval. ‘ ~




| v McLeodUSA wili be seamless and compietely transparent to Tennessee customers.
Findings
The D1rectors of the Authonty considered thls matter at the March 26, 2002 Authonty
Conference Based upon careful cons1derat10n of the Applzcatzon and of the entire record of this
matter, the Authorlty ﬁnds and concludes as follows:
1. | The Authority has jurisdiction over the subject matter of this Applicationk pursuant
to Tenn. Code Ann. § 65-4-113;
2. ~ McLeodUSA Telecommumcatlons Services, Inc. has been granted authority to
prov1de telecommumcatlons services in Tennessee o |
3. Majority ownership of McLeodUSA Telecommunications :Servyices,v Inc. will be
assumed by The Forstmann Little Partnerships, resultingk in a tranSfer of the authority granted
McLeodUSA Telecomrnumcatlons Services, Inc. to prov1de utility services; and

4. The transfer of authonty will benefit the consummg pubhc

IT IS THEREF ORE ORDERED THAT

The Apphcatzon of McLeodUSA T elecommunlcatlons Serv1ces Inc for approval of the

(i

~Sara Kyle, Chairman

transfer of authonty descrlbed herein is approved.

| ATTEST

K. Dav1d Waddell Executlve gecretary




